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DISCLAIMER

The Financi al Oversight and Man&@WwBmenor Bi@vedr §oghPuBoapnd®) cbag¢ther L

Plan based on, among other things,i nf or mati on obtained from the Commonweal th of Puertc
AfGovernment o) .

This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination of

internal controls or other attestation or review services in accordance with standards established by the American Institute of

Certified Public Accountants or any other organization. Accordingly, the Oversight Board cannot express an opinion or any other

form of assurance on the financial statements or any financial or other information or the internal controls of the Government and the

information contained herein.

This 2020 Fiscal Plan is directed to the Governor and Legislature of Puerto Rico based on underlying data obtained from the

Government. No representations or warranties, express or implied, are made by the Oversight Board with respect to such

information.

This 2020 Fiscal Plan is not a Title Ill plan of adjustment. It does not specify classes of claims and treatments. It neither discharges

debts nor extinguishes liens.

This 2020 Fiscal Plan is based on what the Oversight Board believes is the best information currently available to it. To the extent

the Oversight Board becomes aware of additional information after it certifies this 2020 Fiscal Plan that the Oversight Board

determines warrants a revision of this 2020 Fiscal Plan, the Oversight Board will so revise it.

For the avoidance of doubt, except as otherwise expressly provided, the Oversight Board does not consider and has not considered

anything in the 2020 Fiscal Plan as a firecommendati onodo prithesuant t o ¢
2020 Fiscal Plan is ever deemed by the Governor or Legislature or determined by a court having subject matter jurisdiction to be a
Airecommendati ond pursuant to Section 205(a), the Over BROYEIA Board her

Section 201(b).

Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future
performance and involve certain risks, uncertainties, estimates and other assumptions made in this document. The economic and
financial condition of the Government and its instrumentalities is affected by various legal, financial, social, economic,
environmental, governmental and political factors. These factors can be very complex, may vary from one fiscal year to the next,
and are frequently the result of actions taken or not taken, not only by the Government and the Oversight Board, but also by other
third-party entities such as the government of the United States. Examples of these factors include, but are not limited to:

) Any future actions taken or not taken by the United States government related to Medicaid or the Affordable Care Act;

i The amount and timing of receipt of any distributions from the Federal Emergency Management Agency and private insurance
companies to repair damage caused by Hurricanes Maria and Irma, earthquakes, and the COVID-19 pandemic;

) The amount and timing of receipt of any amounts allocated to Puerto Rico and provided under the Community Disaster Loans
Program;

i The amount and timing of any additional amounts appropriated by the United States government to address the impacts of the
COVID-19 pandemic;

i The amount and timing of receipt of any additional amounts appropriated by the United States government to address the funding
gap described herein;

) The timeline for completion of the work being done by the Puerto Rico Electric Power Aut hority (APREPAOJ)
el ectric system and infrastructure and the i mpact of any
infrastructure on Puerto Ricob6s economic growth;

i The impact of the COVID-19 pandemic on the financial, social, economic, and demographic condition of Puerto Rico;
i The impact of the measures described herein on outmigration; and

) The impact of the resolution of any pending litigation in the Title Il cases

Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in this
document. Future events and actual results may differ materially from any estimates, projections, or statements contained herein.
Nothing in this document should be considered as an express or implied warranty of facts or future events; provided, however, that
the Government is required to implement the measures in this 2020 Fiscal Plan and the Oversight Board reserves all its rights to
compel compliance. Nothing in this document shall be considered a solicitation, recommendation or advice to any person to
participate, pursue or support a course of action or transaction, to purchase or sell any security, or to make any investment decision.

By receiving this document, the recipient is deemed to have acknowledged the terms of these limitations. This document may
contain capitalized terms that are not defined herein or may contain terms that are discussed in other documents or that are
commonly understood. You should make no assumptions about the meaning of capitalized terms that are not defined, and you
should refer questions to the Oversight Board at comments@oversightboard.pr.gov should clarification be required.
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List of Acronyms and Key Terms
AAFAF Puerto Rico Fiscal Agency and Financial Advisory Authority (Spanish acronym)
April 2018 Fiscal  Fiscal Plan certified April 2018, immediately following Hurricanes Maria and Irma which first set out the major
Plan reforms

CAGR Compound Annual Growth Rate

CIP Capital Improvement Plan

DB Design-Build Contracting

DOH Department of Health

DOJ Department of Justice

DPS Department of Public Safety

ER Emergency Repair

EFL Eastern Federal Lands i Division of US Federal Highway Administration
Federal The U.S. Federal Government
Government

FEMA Federal Emergency Management Agency
FHWA Federal Highway Administration

FOMB Financial Oversight and Management Board for Puerto Rico
GNP Gross National Product

Government Government of Puerto Rico

Governor Governor Wanda Vazquez Garced
Hacienda Puerto Rico Department of Treasury
Hurricanes Hurricane Irma and Hurricane Maria
Island Puerto Rico

KPIs Key Performance Indicators

LEA Local Education Agency

March 2017 Fiscal Fiscal Plan certified by the Financial Oversight and Management Board in March 2017, before Hurricanes
Plan Maria and Irma hit the Island

October 2018 Fiscal Plan certified by the Financial Oversight and Management Board in October 2018, updated for 2018

Fiscal Plan revenue and expenditure actuals

PayGo Define(_J benefit actuarigl responsibility program by Which_agencies_ and instrumentalities are responsible for
paying their pensions obligations on an annual ba:s

PMPM Per Member Per Month

PRASA Puerto Rico Aqueduct and Sewer Authority

PREPA Puerto Rico Electric and Power Authority

PRHTA (or HTA)  Puerto Rico Highway and Transportation Authority

PROMESA Puerto Rico Oversight, Management and Economic Stability Act

ROW Right of Way

SOGR State of Good Repair

2019 Fiscal Plan  Fiscal Plan certified by the Financial Oversight and Management Board in May 2019
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PART | T EXECUTIVE SUMMARY

Every Puerto Rican  deserves safe, well -maintained roads and an efficient

and reliable mass transit system. Unf ortunately, Puerto
transportation system falls short of these expectations and lags national standards for
quality, safety, and reliability. Only 4% of Puert o Ricods highways
compared to a median 0f61% in the U.S., while fatality rates are 86% higher than the U.S.
median.’ In addition, the absence of a reliable transit system helps drive increased traffic
congestion as resicents lack an alternative to private vehicle transportation, resulting in

severe traffic congestion. The San Juan metropolitan area is the 25" most congestedcity

in the U.S? Residents and commuters spend, on average, up to46 hours per year in
congestedtraffic, costing drivers up to $400M per year in congestion related expenses
Meanwhile, the main public transportation alternative, Tren Urbano, has one of the
lowest ridership 6 among transit systems in North America, with ~5.4 million annual

riders, compared to an initial estimate of ~41.2 million annual riders. Tren Urbano also

has one of theworst financial performance s, recovering only 9 cents on every dollar of
operational cost, while its peers recover approximately 25 cents’

Despite recent crises, now is the moment to transform Puerto Ri co
transportation system to support t he i s leeconothié development and

ability to compete  for investment globally . The transportation system has faced
unprecedented challenges brought on by Hurricanes Irma and Maria in 2017,
earthquakes and the COVID-19 pandemic in 2020.4 Supported by federal and local
capital investments, the coming years represent the opportunity to emerge from these
crises with a reimagined system. The quality of roads and congestion managementplay
a critical role in supporting productivity . Restoring condition and performance can
enable the full productive potential of businesses and people. In addition, transit
enhancements decreasecommute times of San Juan residents, improve mobility, and
reduce the need to own a private vehicle.The 2020 Fiscal Plan supports a transformation
of transportation system in service ofits ability to support a more productive, competitive
and resilient economic future for Puerto Rico.

! Highway Statistics 2018, Federal Highway Administration
(https:/iwvww.fhwa.dot.gov/policyinformation/statistics/2018/hm64.cfm );
(https:/ivww.fhwa.do t.gov/policyinformation/statistics/2018/fi30.cfm ).

% INRIX Glob al Traffic Scorecard, Found online at: https://inrix.com/scorecard/

$ Ridership Data: Public Transportation Ridership Report, American Public Transportation Association, Found online
at: https://www.apta.com/wp -content/uploads/2018 -Q4-Ridership-APTA.pdf / Farebox Recovery: National Transit
Database, Found online at: https://www.transit.dot.gov/ntd/ntd  -data. TU Initial Ridership Estimates: Review of the
Tren Urbano Finance Plan, US Generd Accounting Office, Dated 03/31/2000, p. 2.

41n2017,Hurricane Maria severel y damaged the Islandés highway
damage estimates of $596M, validated with FHWA oversight In 2020, earthquakes negatively impacted the
transportation system and capital program, particularly in the southern region of the island, with an estimated cost
of ~$40M. Social distancing measures adopted as a result of the recent COVID19 pandemic have reduced traffic
volumesbyasmuchas~70% at their | owest point during the pandemic,
traffic reports.
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https://www.fhwa.dot.gov/policyinformation/statistics/2018/hm64.cfm
https://www.fhwa.dot.gov/policyinformation/statistics/2018/fi30.cfm
file:///C:/Users/Adam%20Gerard/Box%20Sync/Puerto%20Rico%20FOMB/03%20-%20Ins%20FP/HTA/99.%20WIP/Adam%20WIP/INRIX%20Global%20Traffic%20Scorecard,%20Found%20online%20at:
https://inrix.com/scorecard/
https://www.apta.com/wp-content/uploads/2018-Q4-Ridership-APTA.pdf
https://www.transit.dot.gov/ntd/ntd-data

As one of the entities with direct responsibilities over key transportation

assets, the Puerto Rico Highways and Transportation Authority (HTA or the
Authority ) must take the lead in promoting an d implementing the many
reforms needed to provide a reliable transpor
residents and businesses . HTA has four objectives aligned with this mission: (a)
providing transit security and delivering safety projects, (b) preserving a nd improving
existing transportation infrastructure, (c) maintaining an integrated highway system, and
(d) reducing traffic .°* Doing so, however, requires HTA to become financially sustainable
and operationally efficient. However, as of June 2020, HTA failed to make progress on
key initiatives designed to improve its ability to deliver on its core objectives, particularly
in enhancing revenues and improving operational efficiency and accountability. While
there wasreal progress in the rate of disbursements in the capital program, bringing the
transformation back on track will require a renewed commitment from HTA to reform its
operating model, sustain revenue streams, and accelerate capital project delivery.

Exhibit 1: Budget to Actuals (as of Feb 29, 2020)

+ Favorable variances Revenue: Actual > Budget OpEx: Actual < Budget CapEx: Actual > Budget
- Non-favorable variances Revenue: Actual < Budget OpEx: Actual > Budget CapEx: Actual < Budget

Feb 28, 2020 - YTD

Millions, ($) Budget?! Actual Var Var (%)

Toll fares 96.2 90.9 (5.2) (5.5)
Toll fines 8.9 0 (8.9) (100)
Transit revenue 4.7 5.2 0.5 10.5
Other income 7.9 8.6 0.7 9
Own revenue 117.8 104.8 (13) (11)
CW funding 51.9 51.9 0 0
Federal funding 154.8 141.7 (13.1) (8.5)
External funding 206.7 193.6 (13.1) (6.3)
Total revenue 324.5 298.4 (26.1) (8.0
Payroll & PayGo 57.3 58.1 (0.8) 1.3
TU, ITS & Toll maintenance 84.0 69.1 14.9 (17.8)
Reserve & ROW payments 11.8 10.7 1.2 (9.8)
Other operating expenses 24.8 14.6 10.2 (41.3)
Total operating expenses 178.0 152.4 25.6 (14.4)
Federal Construction Program 130.8 119.9 11.0 (8.4)
Non-Federal Construction Program 92.9 60.5 32.4 (34.9)
Emergency Repair Program 37.3 26.3 11.0 (30.0)
Other capital expenses 7.9 7.8 0.1 (0.9)
Total capital expenses 268.9 2145 54.5 20.3
Total expenses 446.9 366.9 80.0 17.9
Balance (122.4) (68.5) 53.9 44.0

HTAG6s FY20 budgete hghightf aveasmod n dagging results , even

before the impact of the COVID -19 pandemic . As of February 2020, revenues
underperformed across most categories andthe budgeted capital program experienced
delivery shortfalls (see Exhibit 1). Pre-COVID-19 Budget-to-Actuals reflect an 11% decline

SArticle 2, Act No. 74 of June 23, 1965, as amended, known a:¢
Aut hority Enabling Actod



in HTAGs own r ev e n uhesngn-implementaioniol tpll fadeunereases
and the ongoing toll fine moratorium. CapEx disbursements for the Federal Construction
program, non-federal construction program and emergency repair program were 8.4%,
34.9% and 30% below budget, respectively. The underspending in capital investments, a
key function of HTA, reveals significant problems and inefficiencies in the CapEx delivery
program due to the lack of a clear and consistent management structure and the lack of
prioritization of critical improvement and maintenance act ivities. The emergence of the
COVID-19 pandemic has further exacerbated HTAOGOS
weaknesses in its operating structure. HT A6 s o0 wn acrassManchuaadsApril have
been reduced t036% of projected levels, driven mostly by significant reductions in traffic
levels. CapEx disbursementshave been mostly paralyzed as a result of the strict social
distancing measures adopted by the Commonwealth government

In FY20, implementation significantly fell behind the performan ce goals for
Fiscal Measures established by the 2019 Certified Fiscal Plan (see Exhibit 2).
Failure to implement measures weakenedHT A0s f i scal sustainabil it

i mprove and mai nt ai n Puerto RicodMHgladksofanspor
implementation also made it extra vulnerable to short-term liquidity pressures and to
unforeseen emergencies, such as the OVID-19 epidemic. Overall, the lack of
implementation of most measures led to a significant shortfall relative to previous targets:

1 Organizational enhancements : While metrics and organizational KPIs have
been created, no progress has been made&o improve governance, especially on
legislation to enhance the Board composition.

1 Revenue increases: HTA failed to implement toll fare increases and failed to
enforce toll fines. This lack of enforcement has further increased non-payment of
tolls in the system. While HTA captured ancillary revenues that exceeded the
FY20 target, unwillingness to collect and enhance its revenues placed HTA in a
perilous financial condition and generated a liquidity crisis.

1 Process m anagement. The toll fine system had multiple, shifting timelines for
restoration that were delayed at least three times in FY20. The failure to
implement toll fine collections led HTA to forego $13M in projected revenues,
further worsening its liquidity constraints.

1 Operational expense optimization : The latest round of HTA& Voluntary
TransitonPr ogram (AVTPO) had nincedckes approxpnatelyk e, b u't
~59% of its cumulative target. Even with targets not being reached, resources
were exhausted due to higher than sanctioned levels of buyout payments (14
months paid on averageversus allowed 6 months). Finally, changes to the hedth
benefits plan required by both Puerto Rico law and previous Certified Fiscal Plans
were not implemented.



Exhibit 2: FY20 Measures Implementation

@ Performed worse @ Performed better Fiscal Impact not expected in FY20 Fiscal impact®, SM
FY20 FY20
Fiscal measure Description Target Actuals Delays
Recruit a new Board Recruit a new Board of Directors, with distinguished professionals from the private sector, - . "
A : B 3 i tment o
of Directors thus promoting the independence of the Authority from political interference - oebal
Enhance Non-financial new Board
org Q Adgpt capital Adopt a set of metrics that will be used to ensure that capital delivery happens on time measures delayed by 1 year
delivery KPIs and in line with best practices from other US states.
9 Increase fare revenue 'NCrease toll fares in line with inflation and optimize fare collection through a new —-'11‘2 - Fare increases delayed
electronic tolling system = by 1 year
o Increase fine revenue Increase toll fines in line with inflation, introduce a tiered fine payment system and 0—7 Fine collection
optimize fine collection through a new electronic tolling system e ° delayed by 1 year
9 Improve ancillary Improve ancillary revenues through activities other than asset sales (e.g., advertising, 1 671\ @
Increase revenue rentals} ~
revenue o Expand transit Expand transit revenues through the integration of TU with other transport networks and TN N/A
revenue other initiatives (e.g., Transit Oriented Development) o
R Introduce new congestion management mechanisms (e.g., Dynamic Toll Lanes, Bus Rapid "[4'7’)‘ - Signal optimization
o Manage congestion Transit, Traffic Signal Optimization) — delayed by 2 years
0 Collect discretionary Collect more discretionary funds in order to execute projects that would further expand (072) ’ Recruitment of mgmt.
funds the capacity of the island’s transport infrastructure e team delayed by 1 year

=
~
>

9 Reduce pensions

1)

@ Eliminate Xmas bonus

Reduce pension costs in line with the targets laid out by the Commonwealth

Healthcare reform
delayed by 1 year

Reduce heaithcare
cost

Reduce costs of healthcare insurance while also maintaining a high level of benefits for
covered employees

Eliminate the Christmas bonus of HTA employees Labor reform delayed

by 1 year
@ - Reassess the operating contract of Tren Urbano in order to bring the costs of TU closer to TR
the costs of its North American peers /
Optimize @ Optimize capital Optimize capital expenses in a way that pushes HTA to be as efficient as other state =N N/A
Capéx transportation agencies PR

expenses
m @ Explore concessions

Concession assessment
delayed by 2 years

Explore concession opportunities that would enzable the Authority to develop the

: CrsD
infrastructure of the island in a cost conscious manner Sr—”

HTA achieved a substantial year -over -year improvement in the delivery of

its capital program in FY20 until disruptions associated with COVID -19 (see
Exhibit 3). As of the end of February, HTA delivered 80% of planned capital project
disbursements ($215M) on a YTD basis for FY20 compared to 29% of planned
disbursements ($175M) in FY19 However, HT A erformance was delayed across
several project categories due to the lack of project optimization and other capacity
challenges.Of particular concern are the delays in Emergency Repair(ER) projects, most
of which relate to post-Maria recovery work and remain delayed nearly two-and-and-
half years post hurricane. To date, only ~16% of the $783M ER funds for Hurricane
Maria recovery have been disbursed® The ER program, which is nearly fully funded by
FHWA and FTA,” has been delayed due to the dficulties HTA and their consultants have
experienced in completing and delivering the final designs, environmental permitting,
utility coordination, and ROW acquisition to EFL. These issues combined with the
magnitude of the size of the program have prewented the projects from moving forward
at a steady pace. Finally, performance reporting for these projects has made progress,
but remains incomplete, including the requirement for project level reporting that is
clear and easy forthe public to access

Total

® see Exhibit 8 and Sections 4.1 and 4.2 for additional details

"$778M of the $783M, or 99%, of the ER program is funded by FHWA (78% of program funding) and FTA (21% of
total ER program funding) due largely to a congressional waiver of ER match requirements in 2018

10



Exhibit 3: Capital Disbursements (as of April 30 , 2020)°

YTD actuals vs. budg

hly disbur s, SM

[l Federally funded projects
Incremental Forecast (excl. ER)

I PEMOC
W Other

Abniendo Caminos

Pre-COVID

Post-COVID

0
] ] i} ] b b B ] @ ]
T 38 8 35 E 95 E 93 E $F S $F TS 9% = 93 s §3 : 33
g B3 2 83 : B3 ¢ 83 Z 8% : B8 g 83 2 $% : &3 £ i3
< 8 €« &b € b € 'l € wb € b '@ we 4 e < b < wt
Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr
YTD actuals vs. budget by program, $!
W YTD actuals

Federal Construction
State construction
Emergency Repair
Others

Total

The 2020 Fiscal Plan provides a roadmap
of the transportation infrastructure

[l Unutilized FY20 budget

79%
69%
73%
30%

73%

for HTA to put the transformation
in Puerto Rico back on track . The 2020

Fiscal Plan empowers HTA to execute a $10.5B capital program throughout FY202%
2049.This capital program represents, at times, more than three times the average size of
the program during the period of FY14-18 and will therefore require a step change in

perfor mance t o

compl et e.

including managerial

improvements

in capital

Changes

project delivery outlined in

i n HTAOSs

its

8 CapEx disbursement figures are based on a modified accrual basis and may differ from accrual numbers reported in

HTA®&s budget

to actual s

reporting
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Memorandum of Understanding (MOU) with the Federal Highway Administration
(FHWA), will be critical to enable it to safely and sustainably improve the system.9

The measures laid out in the 2020 Fiscal Plan are critical to enable HTA to

have a sustainable future, assuming a significant restructuring of the legacy

debt burden that is not affordable . HTA currently is approximately $6 billion in

debt. Since HTA entered Title 1ll in May 2017, HTA has had insufficient cash flows to

service its outstanding debt and has not made payments since July 2017. Based on the

Fiscal Plan projections on cash flow, the existing HTA debt servicewill require significant

restructuringand HTA6 s f ul | ¢ odeliveringmesuitstacras®the following areas:

0 Improve governance and performance management: The 2020 Fiscal Plan
requires HTA to strengthen organizational and fiscal governance accountability,
internal controls, and performance through the establishment of organizational Key
Performance Indicators (KPIs) to incentivize and monitor performance. The
enhancement of HTA& Governing Board must provide HTA the guidance necessary to
execute its objectives beyond political cycles.

O«

Increase revenues to support fiscal sustainability: The 2020 Fiscal Plan
requires HTA to ensure the funding of essential public services by enhancng operating

revenues across toll fares, toll fines and the transit system by adopting modest and
sustainable increases inprices. Toll fares require increases to keep up with growing
costs and investment requirements, an enhanced toll fine structure must reward early
payment, and a series of transit enhancementsmust increaserevenue for Tren Urbano
which only receives 9 cents for every dollar it costs to operate Finally, the 2020 Fiscal

Plan requires HTA to pursue discretionary federal funding for transportation

infrastructure improvements in the island.

0 Optimize operational expenses: The 2020 Fiscal Plan requires HTA to explore
the possibility of re -bidding certain existing contracts to achieve more favorable terms
and evaluate additional concession opportunities to improve performance, as part of
improving fiscal governance and inter nal controls and to enable the achievement of
fiscal targets. Finally, the 2020 Fiscal Plan requires HTA to restructure its medical
benefits plan, and comply with the reform of the Commonwealth employee retirement
system in order to achieve fiscal sustainaility, while also ensuring continued access
to reasonable medical benefits and the longterm sustainability of its retirement
system.

0 Execute an ambitious capital program to restore the system & condition

and performance: The 2020 Fiscal Plan requires HTA to prioritize projects,
improve capital project delivery, and reduce soft costs to optimize capital expenditures
(CapEx) necessary to promote economic growth The proposed capital program
increases disbursements from $212M, on average, in FY13Y18, to aproximately
$350M in FY20 -FY49. These disbursements include annual federal, nonfederal, and

See section 3.3. for an overview of HTAG6s r elWAtdiso O pvi wiht h
HTA

12
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local total construction cost projections. Therefore, the program must further manage
both regular and emergency repair construction programs across critical corri dors.

Adjust the Authorityds dé&DAesteraditsy Talelg baseTi t | e
with approximately $6.6B in debt. The June Fiscal Plan projects that although it

should start generating annual operational surpluses if the measures proposed in this

plan are implemented, it will still generate an aggregate net deficit of approximately

$1.7B over the next 30 years as a result of capital and reserve requirements. Its

existing debt burden is therefore unsustainable and will need to be substantially

reduced through a Title 11l plan of adjustment.

Update reporting requirements to promote transparency: The 2020 Fiscal
Plan adds capital, financial, and productivity reporting to the reporting requirements
from the 2019 Certified Fiscal Plan in order to improve data reliability, accuracy, and
transparency. One of the existingreporting requirements is related to maintaining and
updating a capital program dashboard developed by the FOMB and made public
concurrently with the publication of the 2020 Fiscal Plan . HTA is required to
collaborate with the FOMB to provide the data needed to allow users of the Puerto
Rican transportation system, and other stakeholders, to easily monitor the status and
performance of the program at a project-by-project level, including project latitude
and longitude coordinates.

13



PART Il T DESCRIPTION OF HTA

CHAPTER 1: HTA MISSION |, HISTORY & VISION

1.1) Mission and History of HTA

HTA

)l
)l
T
1
1
1

i s a public corporation under the overs
Transportation and Public W orks (DTOP, for its Spanish acronym). Its mission is to:

Ensure the people of Puerto Rico have access to quality roads and modes of
transportation

Promote the safe and easymovement of vehicles and individuals

Relieve and reduce congestion and itsassociated effects

Identify and implement strategies for addressing demand for newer and better

transit and transportation facilities

Contribute to the development and implementation of Puer t o Ri c
transportation plan; and

Promote the development of areas surrounding train stations *°

In order to fulfill these responsibilities, HTA both constructs new roads and maintains its
existing network of primary (4,277 km -In*), secondary (5,936 km-In), and tertiary (8,049
km-In) roads (see Exhibit 4 for system map).12 HTA has also supported other public
entities (e.g., municipal ities) with the management of federal construction grants and
with the delivery of capital projects.

Exhibit 4 7 Map of System
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11 .
Lane kilometers

© Primary roads are generally divided, limited -access highways within the interstate highway system or under State
level management, and are distinguished by the presence of interchanges. These highways are accessible by ramps and
may include some toll highways. Secondary roads are main arteries, usually in the U.S. Highway, State Highwayand/or
County Highway system. These roads have one or more lanes of traffic in each direction, may or may not be divided,
and usually have atgrade intersections with many other roads and driveways. They usually have both a local name and
a route number. Tertiary roads are other local roads.

14

(@)

as



To finance its capital delivery and to cover its operational expenses, HTA has installed
tolling facilities in eight major roads of the island. As of May 2020, four of these toll roads
(PR-20, PR-52, PR-53, PR-66) are managed and operatedby HTA. The remaining four
(PR-5, PR-17, PR22, PR-199) are managed and operated by concessionaires.

HTA al so operates Tren Urbano, San Juanb6s hea
Urbano began in 1997. The project was delayed and experienced significant cost overras,

adding approximately $1B to its $1.25B initial construction budget .” Tren Urbano was

eventually completed in 2004, making San Juan the first city in the Caribbean with a rapid

transit system.

1.2) HTA Vision

HTA currently shares the responsibility for the operation of public transportation assets
in the San Juan metropolitan area with the Maritime Transport Authority (ATM) and with
the Puerto Rico Integrated Transit Authority (PRITA). HTA operates Tren Urbano and
the assocated feeder buses, while PRITA operates the main bus network of San Juan and
ATM operates the ferry between Old San Juan and Catéo.

While such a division might have been justified when these assets were constructed, it
now contributes to inefficiencies in asset operations, maintenance and capital projects.

In most metropolitan areas of the US, public transit assets are under the control of an

integrated transit authority that coordinates route networks, fare policies, time schedules,

and the design of multi -modal transit initiatives.

Over the next fiscal year, the Commonwealth Fiscal Plan requires the reorganization of

public transit assets on the island in a manner that allows economies of scale and ensures

the best outcomes across different modes of tansport (e.g., metro, buses):*HTA must

play an active role in this transformation and fulfill the requirements laid out in the
Commonwealth Plan. The reorganization will enable HTA to focus exclusively on the
construction, operation, and maintenanceofthe | sl andés road net wor k.
PRITA would fulfill its founding mandate, acting as a unitary transit authority and

managing all transit on the island (e.g., buses, ferries and Tren Urbano).”

Thi s year 6s Fi s c aHTA Rill cninuate smaintai@ g&s carrernd gcope of
responsibilities (e.g., maintaining Tren Urbano and its feeder buse9, while this
reorganization is implemented.

Us General Accounting Office, Review of the Tren Urbano Finance Plan, p. 1 (Tren Urbano was initially estimated to
cost ~$1.25B) / FHWA, Project Profile: Tren Urbano, Found online at:
https:/iwww.fhwa.dot.gov/ipd/project_profiles/pr_tren_urbano.aspx (Tren Urbano ended up costing ~$2.25B).

Y2020 Commonwealth Fiscal Plan, Chapter 12
Art 3 of Act 1232014, , (23 L.P.R.A. secc.11162).
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CHAPTER 2: ORGANIZATIONAL STRUCTURE AND KEY
PERFORMANCE INDICATORS

2.1) Key Performance Indicators (KPIs)

Reachingand maintaining a State of Good Repair(SOGR)*for the road network of Puerto

Rico is central to HTAOG6s mi sandiothe carrerstene dafr ans p o
the Authoritydés I nfrastructure Agendimarderwhi ch ¢
to achieve this objective, HTA would have to substantially improve the current
performance of the | sl and$d differant metisstincluding ur e ac

percentage ofpavement in good condition *"and road fatalities rate.*Puer t o Ri cods cL
performance, minimum FHWA requirements, and target performance HTA must support
achieving are provided in Exhibit 5.

Exhibit 5: Current HTA KPIs *

Progress required according to this Fiscal Plan

>
Current PR Minimum FHWA Target performance (US
Metric performance requirements? Median in 2016)
Road fatalities (per 100M
of annual VMT) 2.05 1.85 AT
% of Pavement in Good " 2 81
Condition (Interstate)!
% of Pavement in Poor 17 5 2
Condition (Interstate)?
% of Pavement in Good
Condition (Non- 2 2 81
Interstate)’
% of Pavement in Poor
Condition (Non- 30 20 10
Interstate)?
= = 5
% of Bridge Deck Area in 9 10 4

Poor Condition

Good Condition: International Roughness Index (IRI) of less than 95 / 2 Poor Condition: IRI of more than 170 / 3 As featured in the FY19 Certified FP

®The exact definition of the term is left to the discretion of State DOTs. However, FHWA has defined SOGR in the
context of exercises. This definition is the following: 97% of Interstate pavement in Good or Fair Condition, 85% of
Non-Interstate National Highway System (NHS) pavement in Good or Fair Condition and 75% of Non -Interstate
Non-NHS pavement in Good or Fair Condition. Good Condition is, in turn, defined as having an International
Roughness Index (IRI) score of less than 95 and Fair Condition is defined as having an IRI score of less than 120
FHWA exercise found online at: https://www.fhwa.dot.gov/asset/guidance/hif19006.pdf

“"Good condition: having an International Roughness Index (IRI) score of less than 95
*Road Fatalities Rate: Number of road fatalities per year / 100M of annual Vehicle Miles Travelled

" Current PR performance is based on data reported to FHWA in 2019, Found online at: https://act.dtop.pr.goviwp -
content/uploads/2019/10/2028 -PRTAMP-Final-Revised-Document-8-Oct-20191.pdf
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HTA is expected to make continued progress towards target performance across these
metrics. Failure to meet the requirements can have a financial penalty imposed by FHWA
and can impact capital program investments and priorities until requirements are met .
HTA began to incur penalties in FY 20, due to the condition of the Interstate Pavement.
The Authority will have to adopt a set of project-specific capital delivery KPIs, which are
outlined in Part V of this Plan, to reach this goal. To closely track theseKPIs, HTA needs
to submit an annual report every May to FOMB, describing its past progress and laying
out its targets for the upcoming year across the metrics laid out above. Additional
reporting requirements will be required at greater frequency as descibed in Chapter 19
of the 2020 Fiscal Plan.

2.2) Organizational Structure

HTA sits within DTOP and the HTA Executive Director reports to the Secretary of DTOP.
The Authority is led from the Office of the Executive Director, and has the organization
structur e shown in Exhibit 6:

Exhibit 6: Current organizational structure of HTA

c:dﬂ;iﬂfvh Ofiice of
mmities for | ______| The |
Intemal Audits Secretary
T T
I
______________ Executive I
Director
Deputy
Executve
Director
’ ' s : ) " ) Office of
Om;sgteReal Office of Public Office of Ciwil Office of Legal Office of Internal Office of Federal Office of Federal Citizen Affairs Internal Office of
Administration Communications Rights Advisory Audits Coordination Liaison Office Security Autoexpreso
; "ml ; : s :
_ nfrastructure Office of Offios of Bridge Office of Bridges o fTransit - Division of Finanos
Of?:e of Quality Director Procurement wentory and Structural i Highwoys. Office of and Adminisration
ssurance sty Euciaie and Acquisitions Manapement Design Pasdiey Lastaia Do . Labor Affairs -?‘-rm et
I ] |1
Frogramming - Property - Transt Human - Information
and Reszaren | Desion | scquisition Construion. | Hghways || opiiioue || Resources - | ASmpsien | Finance || rechnoiogy -
Arez Area Lrea Area Cpemtcns wvea nrea Office hrea
§ Office of Office of Office of Offce of Tal Office of o _ Gffice of G of
Programming B 4 ! - o Cammanity
O l avements Road - Right Of - Construction |~/ Management |-/ Transit |- - parl n - . n
- Manager Design Way Managsmant Office Rules o= Office wﬂgs;r: Rah‘a;mnzm
Office of Cffice of
Office of Office of Office of Office of Engimeering Office of Office of Pre- Operations Intermodal
Road - Strategic [+ Uil -1 A ieal [ Project [ and I Transit [+ Organization |- Intervention — Office — Office
Systems Planning ilities ppraisal Control Conservation Engineering and Methads Office
Cffice of Cffice of
matral | | Geograhical | | %Tufnzf | A%‘g:}:;l i Regional || OA‘Z::::: \mﬁr\: i . Officeof || Collections | | Tgﬁ;;ﬁl Operations
riat
i '?;ZEE" Engineering Reviews Offices Security Safety e Officz Office O
Office of
[ — S Office of General Facilties 3nd
] O H o ey ana | C"";P""‘h i Organizational - Services |- Treasury | | Systems
MMMMMMM ., Develogment peiings Office s
Legal Budget
Office Office
Ve NoTas:

In January 2018, HTA had 1,283 employees. Since then, 373 employees have enra#d in
one ofthe three phases of the VTPwhile HTA has also had a net attrition of 61employees.
Currently, HTA has 839 employees distributed across 16 administrative areas(which are
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distinct from the fields in the organizational hierarchy) . Below is the breakdown of the
Authority & employeesby area:

Exhibit 7: Current HTA personnel by division

Division Number of employees Division Number of employees

Area of Infrastructure

Area of Tren Urbano Support

Area of Highway Area of Infrastructure

Support

Area of Executive
Director

Area of Engineer
Services

Administration ° Technology 0
Area of Planning & Area of Human

Special Studies Resources

Area_ ot T.rafﬁc ° Area of Administration °
Engineering

Area of Property Area of Administration

Acquisitions & Finances

Area of Design e Area of Finances a
P AL @ Area of Administrative °

Over the next Fiscal Year, HTAmust assess the productivity of its remaining personnel.

HTA must compile and submit regular productivity reports to the FOMB that lay out the

personnel required to deliver core services, including implement ation of its capital plan.

Based on these productivity reports, HTA will develop an updated target for rightsizing

its workforce, identifying divisions to sustain, grow, or shrink, to be implemented in FY22

and onwards. Further details of these requirement
requirementso section of this Pl an.

Exhibit 8: Required Implementation Actions foras sessing HTAG6s organi

productivity
Responsible

Initiative Action item party Deadline

Create template for required reporting FOMB July 15, 2020
Roll out HTA  |4ata and share with HTA staff for review
Productivity : ; .
Reporting Hold working session with HTA and HTA/FOMB |July 31, 2020

relevant advisors to discuss productivity
2 Employee data comesfromHTA&6s payrol |l fil e ( sub miQassiéicdtiort obadrriisieBveon Apr i |

areas does not fully match divisions in HTA org chart due to ongoing organizational changes that HTA has to
undertake as part of its MOU with FHWA .
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Responsible
Initiative Action item party Deadline

reporting cadence, objectives, and
required detail

Calculate variable resource needs based |HTA August 10,
on variable amount of CapEx delivered 2020

and provide detailed current state of

payroll

Provide first set of productivity reports to HTA August 15,
FOMB 2020

CHAPTER 3: RELATIONSHIP WITH COMMONWEALTH, FOMB,
FHWA, FTA AND EFL

3.1) Relationship of HTA with the Commonwealth

Since 1971, HTA has been under the purview of DTOP and has assumed the responsibility

of delivering transportation infrastructure projects. Due toi ts role, HTA has historically

received significant fiscal support from the Commonwealth. Before 2015, HTA received
appropriations of revenues from the cigarette tax, gasoline tax, diesel tax, petroleum tax,

vehicle license fees collected by the Commonweah. In 2015, the sitting Governor issued
Executive Order 2015046, pursuant to which the Commonwealth began retaining these
revenues. To ensure HTA had enough resources to fund necessary maintenance and
capital expenditures t o k iere gysterR wpeeratiowal, tRe c 0 6 s
Commonwealth started making two new, main appropriation s: a) a CapExappropriation,

designed to help HTA advance strategic infrastructure priorities, and b) a general
unrestricted transfer, designed to help HTA fund its non -toll road operations. The
existence of these appropriations is subject to revision, in line with the broader priorities

of the Commonwealth. The Commonwealth is unable to fund larger or additional
appropriations to HTA (or re -establish appropriations of the retained tax revenues
discussed above) given its own fiscal challenges, as set forth in the Commowe al t h6 s
certified Fiscal Plan.

3.2) Relationship of HTA with the Financial Oversight and Management
Board (FOMB)

In 2016, the US Congress passed the Puerto Rico Oversight, Management and Economic
Stability Act (PROMESA). This Act created a new government entity, the Financial
Oversight and Management Board (FOMB).

In May 2017, the FOMB filed a petition for reli ef under Title 1l of PROMESA in

accordance with the requirements of section 302 of PROMESA for the purpose of
adjusting its debts. The FOMB has determined that a successHf
debts under a plan of adjustment and the viability of HTA going forward in accordance
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with the mandates of PROMESA will require HTA to undertake a series of initiatives (e.g.,

revenue enhancements cost savings) that promote its fiscal sustainability, enhances

quality of life, and promotes economic growth through a reliable and accessible
transportation system with professional and transparent governance. These initiatives
areoutlined asfiscalmeasur es i n HTAG6s Fi scal Pl an, which
Fiscal Year. These updates, including the updates reflected in this Fiscal Plan, reflect new
macroeconomic, policy, and technological developments and are certified by the FOMB

after appropriate revisions are incorporated. The FOMB is responsible for monitoring

progress of this Plan on a monthly basis by reviewing a series of reports that are submitted

by HTA. The FOMB is also responsible for hel
practices through its contract review policy established in accordance with section

204(b)(2) of PROMESA. The FOMB reviews contracts with third -parties, ensuring they

promote market competition, are consistent with the Certified Fiscal Plan and Certified

Budget, and apply industry best practices.

3.3) Overview of Relationship with Federal Highways Authority

To fulfill its responsibilities as a transportation authority, HTA works closely with the

Federal Highways Authority (FHWA). HTA receives an annual allocation of
approximately $139M from FHWA to execute capital projects. These capital projects
include, but are not limited to, improving pavement, repairing and rebuilding bridges ,
and optimizing traffic lights and other signals . This allocation is included in Federal
Legislation and periodically revised to catch up with inflation and occasionally increased
to allow HTA to execute backlogged capital projects or Emergency Relief (ER) projects.

The Feder al Hi ghway Programs are fAadmioni ster
FHWAG6s relation with HTA is described .0n a A
FHWA support s HTA carry out highway construction v
due to unforeseen circumstances. For example, in the aftermath of Hurricane Maria, the

Eastern Federal Lands (EFL) division of FHWA took over several ER projects to

accelerate the recoery of the Island. HTA has signed two Memorandums of Agreement

(MOA) with EFL (overview included in AppendixB). The first MOA, titl e
Engineering and I nspection Services for Highw
EFL consultant staff to assist HTA in monitoring construction contractor performance

and ensuring proper construction standards are adhered to on HTA delivered

construction contracts. EFL employees and consultants made recommendations to HTA

regarding the suitability of comple ted work and contractor compliance with Contracts.

The second MOA, titled AEngineering and Cons
Signage and Safety | mprovements, and Landsl i
management, and provide design and congruction engineering services of ER work for
improvements related to damages caused by Hurricane Maria. The projects have been

delayed due to the difficulties HTA and their consultants have experienced in completing

and delivering the final designs, environmental permitting, utility coordination, and

ROW acquisition to EFL. These issues combined with the magnitude of the size of the

program have prevented the projects to move forward at a steady pace.
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3.4) Memorandum of Understanding with Federal Highways Authority

To maintain its eligibility for designated federal highway construction funding, the
Governor of Puerto Rico signed a Memorandum of Understanding (MOU) with FHWA
on February 29, 2016. The MOU was required to maintain eligibility for designated
federal highway construction funding in the face of persistent performance challenges,
including a growing backlog of inactive obligations. This MOU specifies that HTA must
undertake a series of improvementsin the following areas:

1 Federal Billing Procedures: The MOU requires HTA to pay contractors with
Electronic Funds Transfers (EFT) no more than 40 days after it receives their
invoices. HTA must also track the status of payments in an electronic method that
is acceptable and accessible to FHWA. As of May 2020, HTA has established a
procedure to pay contractors with EFTs. HTA Contractors report that payments
have improved. Some progress has been made to accelerate payments in line with
the requirements of the MOU, but the necessary cadence has not been met nor has
HTA established a transparent tracking tool.

9 Toll Credits: The MOU requires HTA had to identify the amount of toll credits
available for its use and ensure its toll credit balance is in compliancewith current
FHWA guidance. The MOU also requires HTA to modify its processes for
approving, tracking and reconciling toll credit usage. As of May 2020, HTA had
fulfilled the first two requirements, but has not yet modified any toll credit related
processes. HTA claims Toll Credit tracking will be improved with implementation
of its new Financial systems.

1 Organizational Capacity: The MOU requires HTA to develop a Request for
Proposal (RFP) to procure a management consultant. The management
consultant would help the Authority become a more efficient organization by
improving its systems, procedures, and bylaws. As of May 2020, the required RFP
has been issued and an initial strategy for organizational restructuring and
operating procedure improvements has been developed. The implementation of
this strategy is expected to last until FY23.

1 Project Delivery: ~ The MOU requires HTA to identify the reasons behind delays
in obligated projects and submit a schedule of milestones that would accelerate
federal aid allocations. The MOU also requires HTA to improve email
communications, electronic project monitoring, and financial billing. As of May
2020, HTA has fulfilled the requirements to accelerate project obligations. The
Authority has installed a new email communi cation system and has improved its
information systems, including an upgrade to a series of modules related to
Human Resources, Inventory, and Contract Management. HTA has not finished
the renovation of its project management information system, which is expected
to be completed in early FY22.

To not risk FHWA funding, HTA must take all steps necessary to build upon the progress
it has already made. All the requirements of the MOU must be completed according to the
timelines established by FHWA. Given that the implementation of the MOU is critical for

t he continuation of HTAG s status as a
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development of infrastructure in Puerto Rico, it will be monitored on a monthly basis by
the FOMB. Furthermore, HTA must fu Ifill the FHWA reporting requirements (Exhibit 9):

Exhibit 9: FHWA reporting requirements

FHWA reporting requirements

Measure area Performance measures FHWA reporting cadence FOMB reporting cadence
PM1: Safety = Number of fatalities / serious injuries = Annual = Annual
= Fatalities / serious injuries per million vehicle miles traveled = HSIP reporting with:
= Number of non-motorized fatalities and non-motorized — Targets and how
serious injuries they support SHSP*
— Outcomes
PM2: Pavement = Percentage of pavements of the Interstate System in = Annual, 4 year perf. * Biennial
Condition Good/Poor condition period
= Percentage of pavements of the non-Interstate NHS in — Baseline
Good/Poor condition —  Mid-period

—  Full performance
PM2: Bridge Condition = Percentage of pavements of the NHS System in Good/Poor = State and MPO reports

condition = USDOT report to congress
PM3: System = Interstate/Non-Interstate Travel Time Reliability Measure: = Biennial, 4 year perf. = Biennial
Performance Percent of person-miles traveled on the Interstate that are period
reliable — Baseline
—  Mid-period
PM3: Freight Movement = Freight Reliability Measure: Truck Travel Time Reliability —  Full performance
(TTTR) Index = State and MPO reports

on performance

PM3: Traffic Congestion = Peak Hour Excessive Delay (PHED) Measure: Annual Hours of | USDOT report to

Peak Hour Excessive Delay (PHED) Per Capita

= Non-Single Occupancy Vehicle Travel (SOV) Measure: Percent COnBrEss
of Non-Single Occupancy Vehicle (SOV) Travel
3.5) Overview of Relationship with the Federal Transit Administration

Since its construction, HTA has assumed the ownership and operation of Tren Urbano
(Tren Urbano) San Ju an.dssuppatithe operations ef Tren Urbano, HTA
receives an annual operational allocation of approximately $20M from the Federal
Transit Administration ( FTA). This amount is occasionally supplemented by one-off
grants that help HTA perform capacity or efficiency improvements (e.g., installation of a
new communications system) and transit-related ER projects (e.g, vehicle repair).

Despite support from FTA, HTA has not been ableto transform the Tren Urbano into an

efficient transit system capable of serving the needs of the citizens of the San Juan
metropolitan area. Even though Tren Urbano was initially projected to attain a monthl y

ridership of approximately 3.4 million passengers per month by 2010, it currently has a

ridership of only approximately 0.45 million passengers per mont.

*! Review of the Tren Urbano Finance Plan, US General Accounting Office, Dated 03/31/2000, p.2.
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CHAPTER 4: IMPACT OF HURRICANE MARIA, EARTHQUAKES &
COVID -19

4.1) Overview of impact of natural catastrophes

Since FY18, Puerto Rico has been hit by a series of unforeseen emergenciethe most
destructive hurricane that has passed through the Island in the past century; several
earthquakes with a magnitude of more than 5; and a pandemic that has necessitated a
practical shut down of economic activity that dramatically reduced road utilization. All of
these catastrophes have affected the operating revenug and the capital project delivery.

Exhibit 10: Sources & Uses of Emergency Funding

Emergency addressed

Hurricane Maria 2020 Earthquakes COVID-19 Aggregate
Funding Spent Future Spent  Future Spent Future Spent Future
Source Total ToDate Spend Total To Date Spend Total To Date Spend Total To Date Spend
FHWA 230 102 128 28 5 23 - - - 258 107 151
EFL 385 20 365 - - - - - - 385 20 365
PRCW
cost share 1 1 = 12 - 12 1 1 - 14 2 12
FEMA 4 - 4 - - - - - - 4 - 4
FTA 164 - 164 - - - 20 - 20 184 - 184
Total 783 123 660 40 5 35 21 1 20 844 129 715

In order to address the impact of these catastrophes, HTA has received approximately
$129M in emergency funding as of May 2020 and expects to receive an additional $715M
in emergency funding from FY21 to FY25, as seen in Exhibit10 below. Out of that $844M
in total funding, $40M are set aside for earthquake relief, $21M are set aside for the
recovery of operating losses related to COVID19 and $783M are set aside for projects
associated with repairing the damage of Hurricane Maria

4.2 ) Impact of Hurricane Maria on HT A Activities

Assessment of Damage:  Hurricane Maria , which hit Puerto Rico in September 2017,
had a substantial adverseeffect on the transportation infrastructure of the Island. Roads
and bridges were damagedand several stations of Tren Urbano were rendered inoperable,
causing Tren Urbano to stop running for a period of 3 months. Tren Urbano services were
restored to 13 out of 16 stations in December 2017, while the remaining 3 stations were
repaired and reopened by May 2018. At the same time, HT A 6 s wdy iagsdis saw a
damage of $619M and transit assets saw a damage of $164M, based on initial damage

23



inspection reports by HTA. Transit asset repairs will be fully financed by FTA funds, while
highway asset repairs will be financed by a mix of FHWA ($615M), FEMA ($4M) and
Commonwealth cost share ($1M) funds. 63% of FHWA funded projects ($385M) will be
carried out by the Eastern Federal Lands (EFL) division of FHWA and the remaining 37%
($230M) will be carried out by HTA itself.

HTAGs oper at i n galsasgnifieamtly effected. €inee collection, which had
already been lagging due to deficiencies in its collections systemwas suspended due to
the adverseimpact of the Hurricane on the electronic tolling system . Toll road traffic was
depressed by approximately 10% for one Fiscal Year before returning to its ordinary
levels. Tren Urbano ridership also fell by approximately 30%? and has not been able to
recover to its pre-Hurricane levels as of May 2020.

Status of Recovery Effort : HTA has spent $103M over FY19 and FY20 in highway
recovery projects (e.g., repairing and rebuilding bridges and improvement payment ) and
$0M in trans it construction projects (e.g., fare collection system replacement, track
repair) related to emergency relief. Out of these expenses, $102M were funded by FHWA
and $1M was funded by Commonwealth cost share funds. At the same time, EFL has spent
another $20 M of FHWA funds in highway construction projects. Over the next 5 years
(FY21-25), HTA expects to spend $132M in highway recovery projects, which will be
funded by $128M of FHWA funds and $4M of FEMA funds. HTA also expects to spend
$164M in transit constr uction projects, which will be exclusively funded by FTA funds.
EFL will compl ement HTAOGs relief activities b
in highway construction projects.

Toll fare receipts have returned to their previous levels of approximately $135M in FY19
since toll road traffic in Puerto Rico fully recovered from the impact of the Hurricane .*
Toll fine receipts, however, still remain at $0 due to a delay in the restoration of fine
collection. In addition, t ransit fare receipts pre-COVID are still below their FY17 levels.

4.3) Impact of 2020 Earthquakes on HTA activities

On January 7, 2020, an earthquake with a magnitude of 6.4 caused significant damages
throughout Puerto Ricobds sout h federa gogeonménh we st e |
to classify several municipalities as major disaster areas®

While its operating revenues were not significantly affected® HTA has incurred $5M in
emergency relief costs in FY20, which were fully covered by FHWA funds. Moreover, HTA
estimates it will need to incur an additional $35M in highway emergency relief costs in

2 HTA Tren Urbano Ridership Data, comparing 12 months before Hurricane Maria with 12 months after Tren
Urbano operation was restored.

#® Number does not account for payments of HTA to the concessionaires of PR5, PR-17, PR22 and PR-199.

2 Municipalities of Ponce, Guanica, Guayanilla, Yauco, Utuado, PefiuelasAdjuntas, Cabo Rojo, Corozal, Jayuya,
Lajas, Lares, Maricao, San German, San Sebastian, and Villalba.

Toll proceeds in the month of January from PR-52 were reduced by approximately $1.3M due to a temporary
reduction in traffic from approximately 6.4 million vehicles to approximately 5.1 million vehicles. 6.4M vehicles is
the average of PR52 traffic during the first half of FY20 (Jul. T Dec.). Calculation of reduced revenues assumes an
average toll price of $1.02 in PR-52, in line with available transactions and revenues data.
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FY21 and FY22 Approximately $23M of these projects are expected to be covered by
FHWA funds, while approximately $12M will be covered by Commonwealth cost share
funds. Given that damage assessments are still at a preliminary stage, the amount of
expenses that will be incurred by HTA might have to be revised.

4.4) Impact of C OVID -19 on HTA activities

Current impact

The COVID-19 pandemic has had aprofoundi mpact on HTAOG6s capital

operating revenues. It has forced the Authority to suspend construction activities for a
period of two months. Delivery timelines have also been extendedrom FY20 to Fy21for
approximately $141Mworth of projects. Toll road traffic has been reduced on average by
66%, while toll violations have also increased causing an estimated 80% decline in toll
revenues,down from approximately $2M per week in February to approximately $0.4M
per weekin April .

Operating Revenues:  Since March 16, 2020, toll collections, transit fare collections,
and other income receipts have experienced significant reductions, causing HTA to
further underperform its revenue targets for FY20, which it was already expected to miss
given the lack of implementation of the revenue enhancement initiatives outlined in its
2019 Fiscal Plan As a result, the Authority depleted approximately $17M of its
operational reserve and had to request a reallocation of approximately $16M from its
capital accountsto its operating accounts. This was done tocover operational costs, at the
expense of the capital investment needed for the road network of the Island. The
reallocation request could have been avoided had HTA not neglected the collection of
fines and had increased fares, in line with Fiscal Plan requirements. Instead, HTA is

forced to sacrifice the mediumandlong-t er m qual ity of Pueritso Ri
failure to implement planned fiscal measures and has found itself financially unprepared
for crises like COVID-19. Continued failure to implement fiscal measures and collect
steady revenue streams will further worsenHT A6s f i nanci al position

highway repairs from taking place, lowering quality of life of the island and undermining
the I slandbs .competitiveness

Projected impact

Capital e xpenses and delivery : COVID-19 is expected to cause extensive delays in
capital project delivery, pushing approximately $53M of projects that were originally
planned for FY21-FY22 to FY23-25. Moreover, COVID-19 will force HTA to deal with a
series of challenges related to productivity, supply chain sustainability, and employee
safety.

Overcoming the challengesposed by COVID-19requires HTA making progress across the
following areas over the upcoming fiscal years
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1 Secure an adequate amount of Personal Protective Equipment (PPE) to make
employees of the Authority less vulnerable to the spread of the virus

1 Set up other safeguarding practicesthat could further reduce the risk of virus
transmission among employees (e.g., place limits on tool sharing, implement
temperature screening and sanitizing at the onset of work shifts, install additional
ventilation equipment in closed spaces)

1 Establish a protocol for social distancing practices during construction and for the
maintenance of a labor density that is in accordance with all applicable
regulations (e.g., limit large group meetings, stagger work breaks spread out
shifts whenever possible)

1 Adopt digital tools that could capture and communicate field data in a way t hat
enables part of the engineering workforce to continue working from home

1 Mitigat e the impact of supply chain disruptions that might cause delay or even
cancel the delivery of certain construction materials (e.g., map out existing supply
chains, identify potential bottlenecks, explore alternative material sources or
shipment methods)

1 Mitigat e the impact of a potential moratorium in the services of contractors and
suppliers due to bankruptcies or furloughs (e.g., identify high-risk contractors and
preemptively prepar e a contingency plan for the tasks currently assigned to them)

1 Restore construction equipment to working status after months of inactivity

1 Prevent labor productivity losses and personnel absenteeism that could be caused
by low personnel morale and constrained logistics

Dealing with these challenges may result in HTA having to incur substantial cost
overruns. Given that the extent of these overruns cannot be accurately estimated, cost
adjustments related to COVID-19 have not been included inthe 2020 Fiscal Plan. If HTA
ends up incurring any cost overruns, it would have to apply for special funding from the
Commonwealth and demonstrate that the overruns are the result of the COVID-19
pandemic. Any funds the Commonwealth evaluates as meeting the above criteria could
be reimbursed with the $2.2B allocated by the Federal Government to Puerto Rico for
eligible COVID-related unbudgeted costs incurred as part of the Coronavirus Aid, Relief,
and Economic SecAstrity (ACARESO)

Operating revenues: After the gradual softening of social distancing measures, all
categories of operating revenuesare projected to return to their pre-COVID baseline
levels over a period of 9 months, assuming that there will not be a second virus outbre&
in the fall of FY21. This slow recovery is expected tor educ e HTAGSs reven
approximately $40M in FY21.*° HTA will be able to offset some of these losses with the
transit funding received from the CARES Act. This funding, provided by FTA, will help
the Authority cover operational costs associated with Tren Urbano and its feeder buses.

?® More specifically, it is expected to reduce toll fare revenues by ~$34M, toll fine revenues by ~$2M, transit fare
revenues by ~$2M and other income receipts by ~$2M.
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The projected CARES Act transit funding is approximately $20M, reducing the total
negative impactof COVID-1 9 on HTAGs o0 per adpproxigatalyes40dinou e s f r
approximately $20M.
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PART llIl T INFRASTRUCTURE AGENDA

HTAGs i nfrastr uc tmustleetokeep its dsaetsip a Staierof Gogd Repair
(Chapter 5). HTA has historically been unable to achieve a SOGR because of its failure to
execute its Capital Improvement Program (CIP)* or prioritize critical maintenance
projects (Chapter 6). Any projects beyond meeting a SOGR must be subject to stringent
evaluation criter ia (Chapter 7).

This infrastructure agenda is at the heart of the entire Fiscal Plan. The MOUSs signed with

FHWA and other federal agencies detailed in Chapter 2 were primarily about its capacity

to execute capital projects. TheKey Performance Indicators (KPIs) in Chapter 3 largely

revolve around HTA successfully meetings its SOGR repair goals. The destruction brought

by recent natural disasters detailed in Chapt
SOGR even more important. The fiscal measures detailed m Chapters 11 and 12 indicate

how HTA will raise and free up critical funds to allow for the maintenance of their

network. Finally Chapter 13 details how HTA will most efficiently execute this wide -

ranging capital plan.

CHAPTER 5: BRINGING ROADS TO STATE  OF GOOD REPAIR (SOGR)

Currently, Puerto Rico is ranked 51 out of 52 for quality of roads in the United States.

Puerto Ricobs poor road quality imposes econo
and increases the overall cost of road maintenance.28 Well-maintained roads reduce

vehicle operating costs, bolster quality of life for citizens who commute daily, and make

the Island more competitive both for tourism and for major industries that move large

amounts of goods. This makes improving the conditon of Puerto Ri cod0s r 0
of the broader structural reforms the Commonwe
economy, attract investors, increase jobs, ease doing business, and otherwise promote

economic development. Having a more resilient infrastructure network also allowsPuerto

Rico to be better prepared for future natural disasters.

With a projected decline in population (reduction of ~800,000 people by 2049) and a

declining gross national product (GNP) (7% decline by 2049), a focus on SOGR, instead

of enhancements to road networks to account for increased traffic levels, promotes an

effective use of funding and optimizes existing transportation assets. In an era of

decreasing economic activity, population, and travel demand, the Authority needs to

prioritize maintaining its existing roads, highways, and bridges, instead of building out

additional capacity. Ther ef or e, the primary goal of HTAOGS
the I slandds roads, highways,ir(3GR). Arzcordidgdoe s i n

#’ CIP: Plan which identifies necessary capital projects and provides a schedule for their execution as well as for their
financing

28Costofmaintainingthesystemfrequent l'y measured as dALifetime Cost of Ownershi
maintenance of a specific section of a highway or road. It is expected that letting roads deteriorate increases
maintenance repairs in the long-run, leading to higher total costs than if they would have been kept at SOGR.
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third party estimates, HTA would need to spend approximately $2.6 billion in hard
construction costs over a 10year period to achieve a SOGR (Exhibit11).”

Exhibit 11: Annual hard cost spendto get to State of Good Repair ($M) , FY19FY28

Annual hard cost spend, $M

524

246 249

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
M Federal Hard Costs [l Non-Federal Hard Costs
Beyond FY28 and through FY49, HTA would need to spend an estimated total of $7.6B*

in construction hard and soft costs, or an average of $357M per year, in order to maintain
its assets in a SOGR! See Exhibit 11 for additional detail.

* PRHTA 2018-2028 Capital Improvement Program Validation Report, p. 63. Although these estimates are from FY18,
they provide a valid reference point for estimating long -term SOGR costsgiven the long-term lifecy cles of the assets

* |ncludes hard and soft costs of both federal and non-federal construction.

31 . . .
To develop these capital invest ment estimates, the cost to |
benchmarked against peer state transportation systems, and then adjusted by local factors.
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Exhibit 12: Overview of Capital Investment Projections Methodology ($M)

FY25-FY28 FY29-FY49
363 5 =
314
—— 273 276 280 304
FY25 26 27 FY28 FY29 35 40 45 FY49
= Based on calculation = Based on $26,172 benchmark of spend per lane mile with +11k lane miles in Puerto Rico
of expenses from & : ; y
FY18 to FY28, Two main adjustments were created:
including historical
= Total amount of 10_-
ge:rsta:ggtssngnd " Adjusted weighed average excluded Adjusted weighted average according
billion : colder U.S. states due to them requiring to Puerto Rico’s PPP of ~80% to reflect
higher road construction expenditures lower costs
= Assumption of due to weather
optimization rate of
4% due to CIP
initiatives

on, federal and non-federal construction soft and hard costs 2 Calculation to bring roads of Puerto Rico fo state of good repair calculated by CMA 3 Obtained from
eport from the Reason Institute

CHAPTER 6: CURRENT CAPITAL DELIVERY PROCESS AND OUTCOMES

Over the years, Puerto Ricob6s transportation
underinvestment, and the lack of a clearprocess for delivering capital programs.

Over the | ast t wo decades, HTAG6s capacity t
extensively. From FY1996 to FY2004, HTA averaged $661M* in total capital
disbursements per year, excluding Tren Urbano investments. By FY07, however, asthe

recession hit Puerto Rico, capital spending decreased to below $00M annually, falling

to $257M in FY08. During the years prior to Hurricane Mar ia, spending continued to

decline, reaching a low-point of $168M in FY17.

**1n 2018 $USD.
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Exhibit 13: Historical HT A Infrastructure Spend, FY96 -FY18s

Total annual capex spend?, $M Adjusted to 2018 USD

Spike in capex spend from FY96-04 driven by Tren Urbano and
other capacity enhancement projects such as new road
construction (e.g. large portions of PR-53 and PR-22)
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1 Total CIP expenses. includes Transit CIP.

SOURCE: PRHTA Data

In FY19, HTA disbursed only 29% of its budgeted capital expenditures.* This inability to
spend wasdriven by difficulty in finding construction labor (due to the number of projects
on the island after Hurricane Maria) as well as operational inefficiencies and procurement
delays. Because of this failure to deliver on its capital program, guidelines were set for
how HTA would choose and deliver capital projects, to ensure that HTA is able to spend
its proposed program in a given year

For FY20, HTA set goals to increaseplanned spend and ensure that all planned spend was
indeed spent. Between Q1 and Q2 of FY20, HTAdisbursements were tracking to 90%-+ of
targets due to operational improvements, including p aying contractors in a timely
manner, and prioritizing projects effectively. However, a fter multiple earthquakes and the
arrival of the COVID-19 pandemic, HTAwas unable to meetits targets for the remainder
of FY20.

To ensure HTAfocusesboth on building the right projects, and achieving target spending
levels in a given year, HTA follows a structured CIP update process. The CIP update
processis designed toprioritize which projects should be delivered in a given year. It does
this in a data-based way, with a goal of first doing projects that have the greatest impact.

**Includes Total capex spend which is non-federal and federal construction hard and soft costs as well as Transit CIP
and capital ROW payments.

*HTAB2A reporting
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For example, the process helps HTA selectthose projects that do the most to increase
safety or improve travel time outcomes, for the largest amount of people. In addition to
this process, Chapter 13, lays out a number of additional measures HTA must take to
further increase the efficiency of its project delivery.

CHAPTER 7: DISCRETIONARY FUNDS FOR STRATEGIC PROJECTS

In an effort to provide for capital expenditures and investments necessary to promote
economic growth, HTA must consider additional funding sourcesfor non-SOGR projects
including discretionary grants, new revenue opportunities, or public-private
partnerships. HTA should priori tize discretionary federal grants such asBetter Utilizing
Investments to Leverage Development (BUILD) or Infrastructure for Rebuilding America
(INFRA) grants for highway projects and Capital Investment Grants (CIG) for transit
projects.” Securing PuertoRi coo6s f air share of t hestsnatedf unds
at 1% of the national program), would result in approximately $ 15B of funding available
for strategically important non -SOGR projectsover 30 years. The 2020 Certified Fiscal
Plan includes annual investments for HTA to build a grant management team to ensure
that Puerto Rico is competitive in federal discretionary funding decisions.

If HTA is not able to secure additional sources of funding the financial feasibility of

investing in strategic projects not aimed at achieving a SOGR is very lowProjects that do

not contribute to the systemds SOGR that are
must be subject to stringent evaluation criteria using the metrics set forth in Chapter 13:
AOptimi zing Capital Expenses

** More information on BUILD grants can be found here: https://www.transporta tion.gov/BUILDgrants ; more
information on INFRA grants can be found here: https://www.transportation.gov/buildamerica/financing/infra
grants/infrastructure -rebuilding -america; more information on CIG grants can be found here:
https://www.transit.dot.gov/CIG
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PART IV 1T CURRENT BASELINE FINANCIAL PROJECTIONS

In the absence of any fiscal measures and without a Commonwealth transfer beyond its
regular CapEx appropriation, HTA projects a cumulative deficit of approximately $6. 4B
over a 30-year period (see Exhibit 14). This includes a capital deficit of approximately

$4. 3B, driven by HTA-doH roads) are sabh operatings deficinof n o n

approximately $2. 2B, driven by rising operating expenses andunderperforming revenues
that donodét keep pace with growing costs

The level of the cumulative deficit emphasizes the need for revenue enhancements and

cost savings to ensure HTAG6Gs fiscal sustain

Aut horityds dependen ctheCommooweathisuntenahtesih ceders
to avoid such an outcome, HTA must implement the fiscal measures described in more
detail in Part V.

Exhibit 14: Baseline financial performance of HTA *

Revenues / Expenses, $M FY21  FY22 FY23  FY24  FY25 ::-25 2{-49
Operating revenues (HTA) 144 156 154 154 154 760 4,558
Operating revenues (FTA) 20 20 20 20 20 100 580
Operating expenses (266) (257) (250) (249) (250) (1,272)  (7.328)
Operating balance (102) (81) (77) (75) (77) (412)  (2,190)
Capital revenues (Federal) 341 455 288 202 161 1,446 5,468
Capital revenues (CW) 258 146 54 54 55 568 2,185
Capital expenses (511) (799) (551) (398) (353) (2,611)  (11,906)
Capital balance 89 (198) (210) (141) (137) (598)  (4,253)
Total pre-measures balance (14) (279) (287) (217) (214)  (1,010)  (6,443)

The exact breakdown of different revenue and expense categories over time in the
absence of any fiscal measures, can be seen iBxhibit 15below.

®pParentheses indicate source of funds: ( RET #Zn)l othemadtivitesa t e s
while (FTA) indicates FTA operational subsidies. (Federal) includes FHWA and FTA funding, while (CW) includes
the CapEx appropriations given from the Puerto Rico Commonwealth to HT A.
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Exhibit 15: Baseline performance of HTA
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